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REPORT OF THE DIRECTORS 

OF 

The Cincinnati and Suburban Bell, Telephone Co. 
For the Year 1937 


Cincinnati, Ohio, February 7, 1938. 
To the Shareholders: 

The favorable business conditions during the first 
nine months of the year resulted in a station gain of 
8,625, exceeding the same period in 1936 by 1,226. The 
recession in business during the final three months of 
the year brought the gain in stations for those months 
below that for the same months in 1936. Well-directed 
sales effort, both by a small, carefully trained sales force 
and by employee sales, resulted in a net gain for the 
year of 11,063 telephones. This compares with a gain 
of 10,621 for the year 1936, and a gain of 7,489 for the 
year 1935. 

On December 31, 1937, the Company had 178,131 sta¬ 
tions in service, representing a recovery of 30,121 
stations from the depression low, which occurred in 
January, 1934. We are still 9,193 stations below the 
maximum reached in May, 1930. 

Telephone operating revenues were $10,084,008, an 
increase of 6.81 per cent. Telephone operating expenses 
were $6,306,181, an increase of 4.23 per cent. The net 
income available for dividends amounted to $2,455,186, 
or $4.46 per share ($50 par). Dividends amounting to 
$2,473,956 were paid during the year. Replacements of 
plant, together with extensions and betterments, are con¬ 
tinuously necessary in order to meet the service re- 
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quirements. In 1937 the expenditures for these pur¬ 
poses amounted to $4,473,970. During the year retire¬ 
ments of plant from service amounted to $2,651,892. 
The result of these additions and retirements was a net 
increase in 1937 in plant investment of $1,822,078. For 
1938 a construction program of $5,203,000 is contem¬ 
plated. 

The new WAbash-GRandview Dial Central Office, 
referred to in the Annual Report for 1936, was com¬ 
pleted on schedule and placed in service in June, 1937. 
Construction of an addition to AVon-UNiversity Cen¬ 
tral Office building was completed during 1937, and a 
new dial office is now being installed to be ready to 
give dial service to our AVon-UNiversity subscribers 
in June, 1938. Plans for the conversion of the HEmlock- 
COlonial area to dial service have been completed, and 
work has started on an addition to the present building 
to house the dial equipment. This project is scheduled 
for completion in December, 1938. 

The Benefit Plan, started twenty-four years ago, 
covering sickness disability, death benefit payments 
and pensions for employees, has been continued. Dur¬ 
ing 1937 payments under the Benefit Plan were as fol¬ 


lows : 

Service Pensions (paid from 

Pension Trust Fund).$ 60,299.35 

Disability Pensions. 3,351.37 

Payments After Death of Pensioner 3,899.93 

Accident Disability Expense. 2,880.79 

Accident Disability Benefits. 2,501.78 

Sickness Disability Benefits. 45,317.42 

Death Benefits—Accident. 3,869.64 

Death Benefits—Sickness. 39,940.90 

State Insurance. 1,357.78 

Total Expenditures.$163,418.96 


The most disastrous flood on record swept down on 
Cincinnati during 1937. The river was above 4 * flood 
stage M for a period of eighteen days—January 18 to 
February 5—and at a crest of 80 feet exceeded all 
previous records by 9 feet. In the telephone business 
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Leonard Bonomini and AllenMoreton 
were snapped while making an emer¬ 
gency splice on a cable in Arlington 
Street. The air was heavy with gasoline 
fumes at the time and fire broke out 
nearby before they had completed the 
job. This was on “Black Sunday”, 
January 24. 


When the second-floor operating room 
of the New Richmond Exchange was 
threatened, the switchboard and frames 
were raised on blocks. Here plant and 
traffic men are operating the board while 
standing on a platform. The water was 
already several inches deep on the second 
floor, Saturday afternoon, January 23. 



The longest toll switchboard in a straight line in the world is located in 
the Cincinnati Long Distance office. This “outward” board has 88 operating 
positions and is almost 200 feet long —so long that it is here pictured in two 
sections. For several days during the rise of the flood last January, every 











Although a foot of water 
still covered most of Beech- 
mont Avenue levee on Feb¬ 
ruary 3, construction crews 
rushed the installation of a 
temporary cable to restore 
direct service between Sutton 
(Mt. Washington) office and 
the rest of the city. 




In this picture a cable crew 
is “boiling out” cables, pre¬ 
paring for the re-installation 
of dial PBX equipment at the 
Ivorydale plant of the Proc¬ 
ter <5 l Gamble Co. New PBX 
equipment had been in service 
just a week at this location 
when the flood forced a hasty 
removal. 



position at both this and the 44-position “inward” board was filled, the capacity 
of the office even then being overloaded by the volume of calls to be handled. 
An all-time record for the office was established on January 22, when 9722 
out-going calls were filed and well over 90 percent of them completed. 














circumstances which disrupt facilities and make op¬ 
eration difficult generally also bring unprecedented 
demands for service from the public and from relief 
agencies. Throughout the period of the flood our em¬ 
ployees acquitted themselves admirably. Despite count¬ 
less handicaps and, in many instances in the face of 
personal danger, they met these demands for service. 
In only one case was a central office abandoned, and 
that only after the Village of New Richmond, where 
the office was located, had been completely evacuated. 
In other locations valiant efforts were required to pro¬ 
tect vital equipment from the encroaching waters. In 
spite of every effort to continue service, there were at 
one time approximately 13,000 stations out of service. 

As the waters receded, the Western Electric Com¬ 
pany, on which we depend for the most of our supplies, 
was in full operation, bringing in needed cable, wire 
and station equipment. Reconstruction forces were 
mobilized in the area, given a systematic plan to fol¬ 
low, and as soon as service in any section was required, 
telephone plant was ready, and service was re-estab¬ 
lished. A few pictures of the work of maintaining and 
restoring telephone service during the flood are shown 
on pages 4 and 5. 

Service throughout the year has been maintained at 
a quality never excelled. The practice of meeting cus¬ 
tomers ’ wishes as to the time of the installer’s visits in 
connection with installing new telephones has been 
brought to a point where practically all orders are 
taken on this appointment basis and, with rare excep¬ 
tion, all installations during the year were made at 
the time designated by the customer. 

Close attention has been given not only to the tech¬ 
nical aspects of the service, but particular care has been 
given to the handling of business with our customers 
by letter, by telephone and in the business offices. 

Effective in October, 1937, arrangements were com¬ 
pleted with the Western Union and Postal Telegraph- 
Cable Companies so that telegrams may be sent from 
residence and business subscribers’ telephones, and the 
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charges included on the telephone bills. This is an 
added convenience for our customers. 

As a result of the experiment of giving the night 
rates all day on Christmas, 1936, and New Year’s, 1937, 
it was decided to give these rates on Thanksgiving and 
Christmas of 1937, and New Year’s of 1938. These re¬ 
duced rates have not only increased business on holi¬ 
days but also have stimulated the use of toll facilities 
throughout the year. 

It is with the deepest regret that we record the death 
of Mr. Benjamin T. McBurney, which occured on Feb¬ 
ruary 9, 1937. Mr. McBurney had been connected with 
the Company since 1912, and had been its President 
since 1935. His sound judgment and administrative 
ability had resulted in his making a real contribution 
to the success of the Company during the many years 
he was connected with it. In his death the members of 
the Board have lost a valued associate and leader, and 
the employees an understanding friend. 

In the accompanying financial reports the expenses 
and revenues of the Citizens Telephone Company, which 
operates the Kentucky properties under lease, have 
been combined with those of The Cincinnati & Suburban 
Bell Telephone Company. 

To furnish the quality of service that meets the re¬ 
quirements of a public that has but one place to go for 
telephone service, demands employees who are not only 
well trained, but who have the spirit and desire to give 
a personalized service. During the trying period of the 
flood, and throughout the year, all employees have 
shown interest in and an intelligent appreciation of the 
Company’s problems, and have co-operated enthusi¬ 
astically in meeting the public’s service requirements. 
The Officers and Directors of the Company whole¬ 
heartedly record their appreciation and thank all em. 
ployees for their intelligent and untiring work. 

For the Board of Directors, 

A. J. Au.En, 

President . 
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FINANCIAL STATEMENTS 


The Balance Sheet and Income Statement which fol¬ 
low on pages 10 to 13, inclusive, summarize the accounts 
of The Cincinnati and Suburban Bell Telephone Com¬ 
pany after consolidating therein the assets, liabilities, 
revenues, expenses and income of the Citizens Tele¬ 
phone Company arising out of its operations under lease 
of Kentucky properties of The Cincinnati and Suburban 
Bell Telephone Company. This lease provides that all 
net earnings of the lessee shall accrue to the lessor as 
rental, and the financial statements treat the two com¬ 
panies as a single entity. 

For the past twenty-five years these companies have 
maintained their accounts in accordance with Uniform 
Systems of Accounts prescribed for Telephone Com¬ 
panies by Federal authorities—originally by the Inter¬ 
state Commerce Commission and since July, 1934, by 
the Federal Communications Commission. A new Sys¬ 
tem of Accounts prescribed by the Federal Communica¬ 
tions Commission, effective January 1, 1937, has had 
only minor effect upon the comparability of 1936 and 
1937 figures. The principal changes resulting from the 
new system pertain to the classification of investment in 
plant purchased; modifications in accounting for de¬ 
preciation expense for certain items of property: and 
the inclusion in the plant investment accounts of a por¬ 
tion of relief and pension costs, all such costs having 
heretofore been treated as current expense. 

The presently prescribed accounting requires, with 
certain exceptions, that the accounts “Telephone Plant 
in Service, ’’ “ Telephone Plant Under Construction ’ ’ and 
“Property Held for Future Telephone Use” show the 
original cost of property at the time of its first dedi¬ 
cation to the public use, whether by the accounting 
company or by a predecessor owner. All past acquisi- 
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tions of substantially complete telephone systems, ex¬ 
changes or toll lines, at a cost of $25,000 or over, have 
been reviewed to ascertain the 4 ‘original cost,” as above 
defined, of the property now surviving and the amounts 
shown under these accounts reflect such “original cost” 
of the Company's telephone plant. While some further 
adjustments of these accounts may be required, it is 
not expected that there will be any material change 
in the amounts now shown. The amount shown as 
“Telephone Plant Acquisition Adjustment” represents 
substantially the difference between the amount at 
which the properties have been carried in the Com¬ 
pany's accounts, in accordance with prescribed account¬ 
ing in effect prior to 1937, and their “original cost” 
as above defined. 


J. J. Becker, 

General Auditor . 






The Cincinnati and Suburban Bell Telephone Company 

Comparative Balance Sheet — December 31, 1937 and December 31, 1936 

(Consolidating therein assets and liabilities of the Citizens Telephone Company arising 
out of its operations under lease of Kentucky properties of The Cincinnati and Suburban 
Bell Telephone Company.) 

ASSETS 

INVESTMENTS: Dec. 31,1937 Dec. 31,1936 

Telephone Plant.*43,177,882.57 *41,364,528.37 

Comprised of land and buildings, rights of 
way, poles, wire, cable, underground conduit, 
switchboards, telephones, office furniture, 
vehicles, tools, etc. At December 81, 1937, this 
property was classified in the accounts of the 
Company as follows: 

Telephone plant in service.$41,865,997.56 

Telephone plant under construc¬ 
tion . 1,313,085.42 

Property held for future tele- _ 

phone use. 

Telephone plant acquisition 

adjustment .Cr. 1,200.41 

(See last paragraph on page 8). 

Miscellaneous Physical Property. 120,298.07 120,298.07 

Real estate not now held for telephone purposes. 

Investment in Controlled Company. 32,936.70 32,936.70 

Other investments. 16,000.00 19,340.00 

Mortgage notes. 

Total Investments. $43,347,117.34 $41,537,103.14 

CURRENT ASSETS: 

raah .$ 1,980,565.99 $ 1,800,755.75 

Working Funds*!!.... 8,712.08 10,247.56 

Cash held by employees and agents as working 

Temporary Cash Investments. 1,105,283.06 2,928,927.96 

Funds temporarily invested in U. S. Government 
securities. (Market quotations $1,121,625 at 

Material and Supplies. 505,415.32 562,025.24 

Carried principally for construction and main- 

. 680,374.03 680,905.63 

Current accounts due the company for service 
(less provision for uncollectible accounts), toll 
settlements, interest, dividends, rents, and mis¬ 
cellaneous itemB. _ __ 

Total Current Assets.$ 4,280,350.48 $ 5,982,862.14 


DEFERRED DEBITS: 

Prepayments .. W * 12 * I-V * 35,134.45 

Rents, taxes, insurance, cost of directories, nnd 
other expenses prepaid and applicable to period 
after close of year. 

Other Deferred Debits.. lU,()9~.n» 

Miscellaneous items, the final disposition of 

which had not been determined at the end of_ 

’ Total Deferred Debits.$_45,227.33 


TOTAL ASSETS 


. . $47,672.695.15 


$ 49,601.84 

10,260.10 

$ 59,861.9 4 

$47,579,827.2 2 
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The Cincinnati and Suburban Bell Telephone Company 

Comparative Balance Sheet — December 31, 1937 and December 31, 193G 


LIABILITIES 


CAPITAL STOCK: 


Par value of Common Stock outstanding 
(Authorized 1,000,000 shares, 
outstanding 549,768 shares.) 

Premium on Capital Stock. 

Amount received in excess of par value. 


CURRENT AND ACCRUED LIABILITIES: 
Customers ' Deposits and Advance Billing 

and Payments . 

Accounts Payable and Other Current 
Liabilities... 

Amounts owing for payrolls, supplies, toll settle¬ 
ments, and miscellaneous items which are in 
process of payment. 

Taxes Accrued but not Due. 

Dividends declared, payable after close of year 


Dee. 31,1937 

Dec. 31,1936 

.$27,488,400.00 

$27,488,400.00 

72,756.47 

72,756.47 

,$27,561,156.47 

$27,561,156.47 

r 

$ 1,570,075.57 

$ 1,482,717.72 

$ 265,172.06 

$ 250,380.54 

552,378.11 

806,723.39 

996,735.65 

615,740.16 

974,442.46 

615,740.16 


Total Current and Accrued Liabilities... $ 2,430,025.98 $ 2,647,286.55 

DEFERRED CREDITS .$ 35,302.20 $ 41,682.35 

Miscellaneous items, the final disposition of 

which had not been detern.ined at end of year. —-- -- 

RESERVES: 

Depreciation Reserve .$13,005,374.46 $12,760,000.23 

Provision to meet loss of investment in de¬ 
preciable plant upon its ultimate retirement 
from service. 

Other Reserves. 18,884.49 23,680.53 

Amount set aside for pending accident cases. 

Total Reserves .$13,024,258.95 $12,783,680.76 

SURPLUS: 


Unappropriated Surplus .$ 3,051,875.98 

Analysis of decrease during 1937: 

Dividends charged against Surplus.$18,770.11 
Miscellaneous Deductions. 12,674.95 

Total Deductions .$31,445.06 

Miscellaneous Additions. 20,017.67 


$ 3,063,303.37 


Net Decrease.$11,427.39 _ _ 

TOTAL LIABILITIES. $47,672,695.15 $47,579,827.22 

* Demand Notes held by Trustee ur an investment of pension trust funds not 
presently required to meet pension payments. See page 15. 

J. J. Becker, 

General Auditor . 
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The Cincinnati and Suburban Bell Telephone Company 

Comparative Income Statement — Years Ended December 31, 1937 
and December 31, 1936 


(Consolidating therein revenues, expenses and income of the Citizens Telephone Com¬ 
pany arising out of its operations under lease of Kentucky properties of The Cincinnati 
and Suburban Bell Telephone Company.) 

Year 1937 Year 1936 

Local Service Revenues. $ 8,677,326.02 $ 8,155,361.42 

Revenues from local exchange service. 

Toll Service Revenues. 1,001,685.98 916,820.41 

Revenues from long distance and local toll service. 

Miscellaneous Revenues . 423,709.69 382,843.42 

Revenues from directory advertising, rents and 

miscellaneous sources. - - 

Total . $10,102,721.69 $ 9,455,025.25 

Less—Uncollectible Operating Revenues_ 18,713.44 14,472.94 

Provision made during year for revenues which 

may be uncollectible. - - 

TOTAL OPERATING REVENUES .$10,084,008.25 $ 9,440,552.31 

Current Maintenance.$ 1,736,860.08 $ 1,521,965.83 

Cost of inspection, repairs, and rearrangements 
required to keep the plant and equipment in good 
operating condition. 

Depreciation Expense. 

Provision to meet loss of investment when de¬ 
preciable plant is retired from service, based on 
rates of depreciation for the different classes of 
property which are designed to spread this loss of 
investment uniformly over its service life. Deprecia¬ 
tion expense represented 3.98% of depreciable plant 
in service during 1937 and 4.33% during 1936. 

Traffic Expenses. 

Costs incurred in the handling of messages, prin¬ 
cipally operators’ wages. 

Commercial Expenses . 

Costs incurred in business relations with customers; 
pay station commissions; also the cost of direc¬ 
tories, sales activities, advertising, etc. 

Operating Rents. 

Rents paid for use of building, poles, conduits and 
other facilities. 


1,540,697.91 

1,614,760.52 

461,342.44 

107,108.08 


1,618,033.29 

1,559,364.60 

435,313.18 

100,712.80 
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The Cincinnati and Suburban Bell Telephone Company 

Comparative Income Statement — Years Ended December 31, 1937 
and December 31, 1936 
(Continued) 


Year 1937 

General and Miscellaneous Expenses: 

Executive and Legal Departments. 90,456.49 

Accounting and Treasury Departments. 323,615.59 

Provision for employees ’ service pensions. 87,484.00 

Employees } sickness, accident, death and dis¬ 
ability and other benefits. 106,493.03 

Services received under license contract. 142,606.50 

Other general expenses. 152,791.04 

Less: Expenses charged Construction*. 58,034.88 

Total General and Miscellaneous Expenses. $ 845,411.77 

TOTAL OPERATING EXPENSES. $ 6,306,180.80 

NET OPERATING REVENUES. $ 3,777,827.45 


Taxes: 

Federal income tax. 

Social Security taxes (excluding for 1937 
$14,905.90 and for 1936 $4,349.95 charged 

to construction . 

Other taxes (principally State and local).... 


Non-Operating Income . 

Dividends and interest, and other miscellaneous 
income, net. 

INCOME AVAILABLE FOR FIXED 

CHARGES .$ 

Interest. 


Year 1936 

90.805.35 
306,437.27 

93,803.00 

67,182.09 

133,375.05 

152,578.08 

27.751.36 

i 816,429.48 

i 6,051,819.18 

\ 3,388,733.13 


417,657.24 


106,843.10 

803,012.18 


Total taxes.$ 1,327,512.52 

NET OPERATING INCOME.$ 2,450,314.93 


65,146.00 


2,515,460.93 

60,275.04 


353.510.55 

31,601.56 

776.509.56 

$ 1,161,621.67 
$ 2,227,111.46 
111,847.18 


$ 2,338,958.64 
56,568.38 


NET INCOME-AVAILABLE FOR 
DIVIDENDS.$ 2,455,185.89 $ 2,282,390.26 

Dividends on Common Stock: 

Charged against income.$ 2,455,185.89 $ 2,282,390.26 

Charged against surplus. 18,770.11 191,565.74 

TOTAL.$ 2,473,956.00 $ 2,473,956.00 


* Includes for the year 1937, $26,979.61 covering relief and pension costs, prin¬ 
cipally “Provision for employees’ service pensions” and “Employees’ sickness, accident, 
death and disability and other benefits” charged to Construction in accordance with the 
Uniform System of Accounts effective January 1, 1937. Theretofore all such relief 
and pension costs were treated as current expense. 

J. J. Becker, 

General Auditor. 
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CERTIFICATE OF AUDIT 


The Cincinnati and Suburban Bell Telephone Co., 
Cincinnati, Ohio. 

We have made an examination of the balance sheet 
as at December 31, 1937, and the income statement for 
the year 1937 of The Cincinnati and Suburban Bell 
Telephone Company, which consolidates therein the 
assets, liabilities, revenues and expenses of the Citizens 
Telephone Company as explained on pages 8 and 9. In 
connection therewith we have examined or tested ac¬ 
counting records of the company and other supporting 
evidence and obtained information and explanations 
from officers and employees of the company; we also 
made a general review of the accounting methods and of 
the operating and income accounts for the year, but we 
did not make a detailed audit of the transactions. 

In our opinion, based upon such examination, the 
accompanying balance sheet as at December 31, 1937, 
and related income statement for the year 1937, set 
forth in accordance with the Uniform System of Ac¬ 
counts, effective January 1, 1937, which is referred to 
on pages 8 and 9 and which was consistently followed 
by the company during the year under review, the 
financial position of the company at December 31, 1937, 
and the results of its operations for the year 1937. 

LYBRAND, ROSS BROS. & MONTGOMERY. 


Cincinnati, Ohio, 

January 27, 1938. 
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PENSION TRUST FUND 

Established by 

The Cincinnati and Suburban Bell Telephone Co. 
Bankers Trust Company, New York, N. Y., Trustee 


Balance in Fund—December 31, 1936.$1,482,717.72 

Additions to Fund during 1937— 

Amount paid in by Company to pro¬ 
vide for pension liability accruing 
in respect of employees in its serv¬ 
ice .$ 87,484.00 

Interest revenue from investments... 60,173.20 

Total Additions. $147,657.20 

Disbursements for pensions during 1937 

to retired employees.$ 60,299.35 

Net Increase in Fund.$ 87,357.85 

Balance in Fund—December 31, 1937.$1,570,075.57 


Comprised of— 

4% Demand Notes of The Cincinnati and Subur¬ 
ban Bell Telephone Company purchased at face 
value.$1,570,075.57 


We certify that the above statement of the Pension 
Trust Fund established by The Cincinnati and Subur¬ 
ban Bell Telephone Company is correct. 


Bankers Trust Company, Trustee 


Dated January 6, 1938. 


By W. C. Meyers, 

Assistant Secretary. 
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